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PREFACE 


Effective Idaho expandedJuly 1, 1987, the Title XIX Program its 
coverageforinpatienthospitalstays.Theforty (40) daycapperyear 
perrecipient was replacedwithanunlimitedinpatientstay.Allother 
services and coverages will remain unchanged. 

The prompts changeaexpansion of coverage significant the 
methodology impacts paymentsreimbursement which provider the 


future.ThecurrentStatePlanandDepartmentruleslimitinpatient costs 

by theprior year's Title XIX peradmissionrateasadjustedforinflation 


amendmentchangeand changes in volume. The proposed will the 
methodologytoaperdiemlimit with a fixed base year adjusted annually 
for inflation. 

If thecurrentmethodologyismaintained,extremevariancesinthe cost 
per areadmission for  hospitals likely to occur. Theeffect of these 
extreme costs per hampers effortsreasonable costadmission the for 
constraints by theState.Aprovidermay be forced to acceptdrastic 
reimbursementcutbacksatfinalsettlementfar below theactual costs of 
providing services because of one admission with an extraordinary long or 
costlystay.Conversely, inthe next year, thesameproviderwouldnot 
likelyexperienceanycostslimitationsbecause of theabnormalcostper 

prior year. The proposedamendments (Seeadmission of the plan 

AppendixA)willchangethe costperadmission toa cost perdiemlimit 

that apply patient and
will for each day of the stay contain cost 
increases on a more reasonable basis. 

Otherchangesintheplanwillprovideadjustmentstothe cost limitfor 
providersservingadisproportionateshare of low incomepatients,provide 
forthepayment of collection of interestcharges on over/underpayments 
toprovidersatfinalsettlement,treatment of out of statehospitalcost 
settlements and payment rates, and interim payment rate setting. 



ASSURANCES 


1. Payment Methodology: 

The Idaho Medicaid agency will pay for hospital services through the 
use of ratesthatarereasonableandadequatetomeetthecosts of 
efficientlyandeconomicallyoperatedfacilitiesprovidingservicesin 
conformity with state and federal laws,regulations, andqualityand 
safety standards. 

Theamendment to  theIdahoStatePlan is based upontheMedicare 
retrospectivereasonable cost reimbursement principles in effect prior 

Amendments of reportedt o  the Social Security 1983. Costs are 
according to  theinstructionssetforth by HCFA forcompletion of 
the Cost Report form 2552. 

Inpatienthospitalpaymentsarebased upon apercentage of charges 
payments are shortly theand which cost-settled after provider’s 

Medicare cost reportis Intermediary.finalized by the Because 
uponprovider’s becausepayment is based the actual costs, and 

allowable in costs are underreasonable increases recognized the 
amendedplan,theIdahoMedicaidagencyconsiderstheratesto be 
reasonableandadequatetomeetthereasonableoperatingcosts of a 
facility providing services to  a Title XIX recipient. 

TheTitleXIX cost limit may limit a provider’sreimbursablecosts 
determinedusingMedicarereasonable 
inpatientaggregateperdiem costs 
Cost Index(HCI).Providerswhich 

HCIconsideredlimit of the are not 
economincally or Theefficiently. Titie 

costs if  aprovider’sTitle XIX 
increasemorethantheHospital 
do not containcostswithinthe. 

beento nave operating
>:IS cost limitexcludes 

capital costs andallowsforlimitedadjustmentstheTitle XIX cost 
limitaffectsat least 95% of thepaymentsforinpatienthospital 

Hospitalsservices. not affected by the cos: limitamendmentare 
governed by thestandardizedpaymentraftswhen cost settlement is 
determined to  be inefficientanduneconomicalbythestateandthe 
provider.Outpatientserviceswillcontinue to be reimbursedunder 
Medicare reasonable costs where required. 

Payment Rates: Upper Limits 

Becausecosts arereportedaccordingto HCFA’s Cost Report 2552, 
andtheupperpaymentlimit is definedasthe lesser of Medicare or 

reasonable costs, or 100% of the inpatientMedicaid covered 

customarychargesatfinalsettlement,theproposedrateswillpay 

no moreintheaggregateforinpatienthospitalservicesthancan be 

paidunderMedicareprinciples of cost reimbursement.Since cost 

settlementoccursregularly,theestimatedaveragerateisreasonably 

expected to pay no more in theaggregateforinpatienthospital 

services than Medicare. 
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The proposed changes in  hospital reimbursement recoup overpayments 
andrefundsunderpaymentstoproviders.Itspecificallysetsforth 

times and the andappeals recoupmentresponseor requires 
refunding of final settlements amounts sixty (60) days after the date 

Interest areof discovery. penaltiessetfor cost 
settlements which exceed sixty (60) days. 

2. Interim Rates:Payment 

Theplanamendmentprovidesthatadequaterates willbe established 
andassuresproviderstheright of appeal.It does notsetfortha 
specificratesettingmethodology. If specificruleswereadopted, 
informationotherthanthe best availablemaynotbeconsidered 
because it wouldnot have beenspecificallyidentifiedandpermitted 
i n  therules.Thepaymentratesestablishedwill be estimatedusing 
thelower of MedicareorMedicaidreasonable costs, orcustomary 
charges so thatpaymentrateswill be reasonableandadequateand 
willreasonablypay no moreintheaggregatethanMedicarewould 
have paid, or Medicaid would have paid up to the cost limit. 

a. 	 Using the best informationavailable,the proposedamendment 
willresult in  a significant thenot changeaggregate 
providerrates. Theaverageaggregateinpatientrate,weighted 
toreflecttherelativemarketshares of eachprovider,would 
havedecreased 2.3% fromthestatefiscalyear 1986 average of 
79.2296 toapproximately 76.9% instatefiscalyear 1987. The 
estimate appealsisslightly low because successful and 
adjustments bewillmade.Appendices B, C and D listthe 
currentrates,proposedrates,andthedifferences on individual 
providers and the aggregate rates. 

TheratesinAppendixCwerecalculatedusingtheproposed 

methodology inanasifratesetting f o r  1987. Theproposed 

methodology forforecastinginterimratestakesintoaccount 

the amendment’s
plan proposed cost limit.Theformula 2s 
demonstratedinExhibit 1, isas followsTheallowableper 

operating plus fromdiem costs capital costs, inflated the 
principalyear fo r  eachroutineservicearea,timestheprior 
year’smost respective dayorthe recent, patientstatistics 
availableare used t o  estimatefuture cost limit.Chargesare 
estimatedusingthesamepatientdaystatisticsmultipliedby 
theirrespectivecurrentaccommodationrates on fi le plusthe 
related ancillary charges inflated by the HCI. 

As theaforementionedschedulesshowunderthismethodology, 
’ 14 of 56 providersexperienceddropsintheirratesin excess of 

ten percent. j 

impact of the adjustments decreasesthose I!The rate for in 

providerfor 1987 insignificant the I/
rates is under 
amendment. rates 

plan 
below 7096 only !’ 

I j!Theproviders 
f,contributeabout 1846 of thetotalinpatientaveragerate.At 1 : 

theextreme, if each of theproviders with thetenlowestrates ’,& ‘4 ! 
\

appealed received rateand liberal increases from 90% t o  100% ‘!A. Iof charges the over211 weighted averages raft  would increase t o  
3 - r  , i r  
I, QI-9% from IC.?%. . .  ii 
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Thoughtheremay be anincreasebecause of rateappeals,it 
willhaveaninsignificantimpact because of theuncertainty 

with rate wheninvolved the prediction forecastinghospital 

utilizationandhospitalchargeincreases.Inpatientpayments 

may typically fluctuate from the average more than 2% or more 

betweenfiscalyearsandfromthetrueratio of cost to  charges 

at final settlement. 


The graphs in Appendixes C and D illustrate the distribution of 

the inrates on individual and
changesthe providers the 

aggregateOne-third of the willweighted rate. providers 
experiencesmalltosignificantratedecreaseswhiletheaverage 
weightedratewillremainnearlythe same. Thedistributions 
displayimpact on eachthe provider in relation K O  their 
hospitalspecificrateandtheaveragerate of allhospitals. 
Both areStatisticalnormaldistributions.Theweightedaverage 
rateonlydecreased 1.43%, whilethestraightaveragedecreased 
only 2.16%. 

Long termfuturepaymentrates will dependlargely on how 
providers the in costseffectively limitincreasestheir for 

accommodations andancillary servicesand,theextent of rate 
feasible to  estimate changestheappeals. It is not the in 


paymentratesbeyondthesnortrununtilatleastthefirst 

years'utilizationwithunlimiteddays is available.Increasesin 


costs will be restrainedthe HCI K Ooperating increases by 
between 4% to 6% year planthrough 1989. The 
amendment'smethodologywillguaranteethatthe costs of the 
extendedstayswill cost no more per daythanthe costlimit 
permitsorMedicarereasonable cost. to the extentprovider's 
increasesincostsexceedthe HCI rate,theratesmaydecrease 
in the long term because cost per day increases will be limited 
from the provider's fiscal year end 1984. 

Adjustmentstothe cost limitandarespectiveadjustmenttoa 
provider's payment forinterim rate n a y  be madeseveral 

under providerreasons rule 03.10455 (Appendix A). If the 

demonstratesanexceptionalcircumstancesimilartoanatural 

disasterorstrikeexistedanappropriateadjustmenttothe cost 

limit'may be made. If theproviderservesadisproportionate 

share of thelowincomeanadjustmenttothelimit is provided 

accordance
in with 42 CFR 412.106. The most significant 

adjustment the to identify the 
allows providerspecifically 
ancillary costs providedineachinpatientday in theprincipal 
yearandrequestthatthespecificancillarycostsperpatient 

the diemcapsday be used in per instead of theprorated 
ancillary costs inorder topreventaninequitabledistribution 
of ancillarycosts i n  the caps. Each of theseadjustmentswill 
affect the payment rater. 

-. I
L these providers may appealtheirratesundertheprovision f o r  

to the principal caps thean adjustment year because 
proration of ancilliary COSTS and otherexceptionsas proposed_ .  _ .under rule 23.1GL55 appendix -4).AS a result t he  per diem . .  . .caps 2nd rates would c - .---.=.-car.---_c>-- under :he rate setting 
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those may asmethodology. As always, rates changemore 
timely and reliable whichinformation becomes available 
minimizes betweenthe differencestrenccs reimbursable costs and 
interim payments at final settlement. 

3. DisproportionateShare of LowIncomePatients: 

Theplanamendment(Rule 03.10455,02) allows foranadjustment to 
theTitle XIX cost limit. The scheduleidentifiedoneurbanhospital 
which may qualify for theadjustmentforperiodsbeginningafter 

data is anJ u l y  1, 1987. Because the estimate based on 1984 

statistics i n  this case, andtheproviderhasnotappliedandnot 

been approvedforsuchanexception by MedicareortheState, it  is  

h o t  likelythattheprovider will qualifyfortheexceptionduring 

t h e  firstsettlementyear the planamendment becomes effective. An 

advantage of theplanamendmentwhichfollowstheexpansion of 

recipient days covered is thatall Medicaid
eligible days will be 
documented by the for a more accurateState determination of 
whether a provider qualifies for this adjustment. 

As defined by thecriteriaprovided for  inRule 03.1 0455,02 which 
cites 42 CFR 412.106 asitsbasis, no otherurban or ruralhospital 
approachesthelimitsset for th  for a disproportionat:snare of low 
income patients. 
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4. InappropriateLevels of Care 

the paymentassures and ratesState method provide 
reimbursementforhospitalpatientsreceivingservicesataninap
propriatelevel of carewill be made a t  lowerratesconsistentwith 
Medicare Law subsection 1861 (v) (1) (G) 

The State payment control system includes the following reviews: 

a. Each claim pre-examined and throughinpatient is tested a 
series of systemeditsandauditsforreasonableandcovered 

limits on relatedcharges, charges,the 
appropriateness of each charge. 

b. 	 Thesystempays no more foraccommodationsthanthedaily 
rate on file multiplied by the reimbursement rate for each 
level of inpatientcare inrecognized our system for 
reimbursement.state'sThe swing bed provider is 
reimbursedunderaseparateprovidernumberattheswing-bed 
rate calculated annually. 

c. A Surveillance Utilization team hospitaland Review reviews 
claims on an exception basis. Theymayalsomonitorproviders 
with exceptional stays or costs. 

d. 	 Otherhospitalclaimsarereviewedbyastaffregisterednurse 
or physician as necessary. 

to5 .  accessCare 

Takingintoaccountthegeographiclocations,andreasonabletravel 
times quality hospital theto adequate inpatient services,State 
assuresthatpaymentratesareadequate to  guaranteeaccesstocare 
i n  any part of any state. 

Since the programs inception, no recipienthasbeendeniedadmission 
to anyhospitalor,prematurelydischarged,eitherinIdahoorother 

5 ,  because of inadequate payment rates. 

The following table reflects various statistics from the Medicaid 2082 
reportto HCFA. A comparisondemonstratesthatthepercent of 
eligibles hospital is reasonablyusing servicesremaining constant 
whilelength of stayincreases. In 1986 morerecipientsareusing 
hospitalservices as thenumber of eligiblescontinuetogrow.All 
these indicate peoplebeing hospitalpoints more are provided 
services forincreasingseverity of illness. Ratherthanalack of 

care to be freely underaccess, patient continues available. the 

extendedcoverageandtheplan amendmen:, it is expectedto see the 

number of eligiblesandthepercentageeligibleremainreasonably 

constant. the
Only length of stayaverage2nd total expenditures 
may increasesignificantlysince The statealreadycoversthefirst 40 
days of' care 



6.  Appeal Process.. 

Rule 05.10500 set forththeprovider'srights t o  appeal a department 
action or inaction on any issue involving Thestpayment. rules 
guarantee tho- prompt2ndconsiderarc review of interim2ndfinal 
payments t o  providers. 

TheStare has compliedwithpublic notice requirements,andsuch 
notice has been published prior t o  theeffectivedate of thechange 
in noticethe ?let. Public has been published in every major 
newspaper whichservesparticipating hospitals inidahosince boise 
is tho- only citywith L population of over 50.000, the newspapers 
serving rn: greatest geographical region inIdaho were used t o  

notice t o  the hearingguarantee public. A public was held and 
thirty (30)days comment period was provided t o  the public 

-.in: effective date  of this change was july !$ l967 subsequent 10 its . ..submittal Ic ST public notice hearing and comment-..a..c-
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9. ForecastedEffects: 

Theshorttermeffects on theavailability of services,types of care 

furnished, the extent of providerparticipation,andhospitalsserving 

a disproportionate share of lowincomepatientswithspecialneeds is 

insignificant. No  changesareexpected. 


Theimpact of rateadjustmentsforproviderratesforthestate 

fiscal year ending in 1988 is insignificant under the plan amendment. 

Theaverageaggregateinpatientrate would decreaseapproximately 

2.3% on theestimatedinpatientexpenditures of $20 milliondollars, 

or about $460,000. evenwiththisreductioninpayments,providers 


expectedare to kept or below thehave their costs equal 
previously established rates. 

The longtermeffect on theabove issues is toexpectthataccess to 
thenecessaryadequatequality of carewillimprove,andproviders 
willcompete fortheTitle XIX patientswhentheircostlimitsare 
notexceeded.TheywillalsocompeteforTitle XIX patientsinthe 

area of the order theonly urban state, qualifyin to 
disproportionateshareadjustment.Thetypes of carewillnot be 
influencedbythelimitssignificantlysincethe cost caps are more 
sensitivetopatientmixthantheperadmissioncapandareapplied 
in the which hospitals the toaggregate provides with incentive 
provide the level and adequate quality of care. 

' i. 
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STATE IDAHO 

ATTACHMENT 4.19-A 

ADMINISTRATIVELY NECESSARY DAYS 

Necessary Administratively(AND).03.9 162 Administratively Day An 

01. 

02. 

03. 

NecessaryDay is intendedtoallow a hospitaltimeforanorderly 
transferordischarge of recipientinpatientswhoarenolongerin 
need of acontinuedacutelevel of care.ANDsmay be authorized 
forinpatientswhoareawaitingplacementforSNF/ICFlevel of 
care, services available,in-home which are not whenor or 
catastrophic events prevent the scheduled discharge of an inpatient. 

Limitation of AdministrativelyNecessary d a y s  Eachrecipientislimited 
no ANDs discharge.the thatmore thanthree (3) per In event a 

or level of care is required,AND mayskilledintermediate an be 
authorizedprovidedthatthehospitaldocumentsthatnoSNForICF bed 
is available within twenty-five (25) miles of the hospital. 

ReimbursementRates.Reimbursement foranAND will be madeatthe 
weightedaverageMedicaidpaymentrate forallIdahoskillednursing 

for services,definedfacilitiesroutine as per 42 CFR 447.280(a)(l), 

furnishedduringthepreviouscalendaryear.ICF/MRratesareexcluded 

from this calculation. 


a. 	 TheANDreimbursementratewill be calculatedbytheDepartment 
March calendar madeby 15th of each yearand effective 
retroactivelyfordates of serviceonorafterJanuary 1 of ,the 
respective calendar year. 

b. 	 Hospitalswithanattachedskillednursingfacilitywill be reimbursed 
the lesser of theirMedicaidperdiemroutinerateortheestablished 
average rate for an AND; and, 

c. 	 TheDepartmentwillpaythelesser of theestablishedANDrateora 
facility’s customary charge to private pay patients for an AND. 

Reimbursement of Service$. Routine inservices as addressedIdaho 
DepartmentofHealthandWelfareRulesandRegulationsSection 02. a. 
and b. includeallmedicalcare,supplies,andserviceswhichareincluded 
inthecalculation of nursinghomepropertyandnonpropertycostsas 
described ofinSection 4.19d (03.1450 - 03.10999). Reimbursement 
ancillaryserviceswill be determinedinthesamemannerashospital 
outpatientreasonablecostsinaccordancewithMedicarereasonablecost 
principles,exceptthatreimbursementforprescriptiondrugswill be in 
accord with Section 15 of Attachment 4.19.B. 
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EXHIBIT I 


S e m i - p r i v a t e  $ X
ICU SY 
Nurser v $. i 
O t h e r s  

L,i tickmarks 
I -- The c o s t  caps include an e s t i m a t e  of t h e  P e r  d i e m  capital 
tests as t r e n d e df o r w a r d  + - o m  the most r e c e n t  cost r e p o r - ,  07 AS 
a p p e a l e d  a n d  s u p p l i e d  b y  t h e  provider oe:-. 

-- P a t i e n t  Days may b e  f r o m  t h e  most r e r e n t  fiscal y e a rs u m m a r i z e di n  
the states sumnary log OF b y  = n e  patient c a y  statistics supplied l e S  by a 
p r o v i d e ru p o n  appeal 'This w i l l  help reflect chancer i n  patient acuity an 
volume L i m e  mi::  read1 I y. 
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